
EX PARTE OR LATE FILED

R. Gererd s.temme
Vice President - Government Affairs

July 24, 1996

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554

Suite 1000
1120 20th Street, NW
Washington, DC 20036
202 457-3118
FAX 202 457-3205

RECEIVED

'JUL 241996

Re: Ex Parte Presentation -- CC Docket No. 96-98
Implementation of the Local Competition Provisions of the
Telecommunications Act of 1996

Dear Mr. Caton:

On Wednesday, July 24, 1996, Bruce Cox, Joel Lubin and I met with
Richard Metzger, Larry Atlas, Donald Stockdale, and Anna Gomez to discuss
AT&T's previously stated position in the above cited proceeding. The attached
material was furnished to the attendees.

Two copies ofthis Notice are being submitted to the Secretary ofthe
FCC in accordance with Section 1. 1206(a)(l) of the Commission's rules.

Sincerely,

Attachment

cc: Richard Metzger
Larry Atlas
Donald Stockdale
Anna Gomez
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WHO IS REALLY COMMITTED TO
UNIVERSAL SERVICE?

UNIVERSAL SERVICE FUND - The most recent tariff filed by
NECA (5117116) contains rates for the USF for the period 7/1/96
through 12131115..ntJflea an annual USF of$753.1M in 1996.
The fund ia paid for only by 'XCs that have in excess of 1120th of
one percent of the nationwide presubscribed lines.

LIFELINE ASSISTANCE (End User Subscriber Line Charge
Waiver prognlm and the Unk-up program) - In the same tariff
filing. the annual lifeline Assistance for 1998 is $167.8M. once"'n funded aofeIy by IXC.. The end user Sle waiver portion is
$148.2M and the Unk-up is $19.4•. The total$167.8M is
recovered from 'XCs. While the stat.. may also ante up some
support from tax revenues or other sources to IImatchll what the
Federal contribution to the End User SlC waiver is (states are
required to match). the total federal subsidy of$167.6M is paid
for by IXCs.

Total federal USF and LA programs for 1996 amount to $920.7M.
This amount is funded by 47 IXCs whose presubscribed line
share (PSl) is more than 1120th of one percent of the total.
Based on PSl s..... an estimate is that AT&T will pay
approximately $817M, MCI $142M, Sprint '8OM, lDDS 25M with
the remainder picked up the other 43 smaller IXCs.

In a broader view of universal service, IXCs of course are
required to pay significant subsidies in access charges. The
interstate CCl is approximately $3.58, and the RIC 1s about
$2.58.

\
AT&T has consiatently been supportive of appropriate subsidies
to low-income consumers. This has been articulated in the
Comments and Replies rendered in numerous CC Docket SO­
286 proceedings, and most recently in CC Docket 96-45.

•,
I ,

The BOCs, on the other hand, have consistently taken moneys
from IXCs and spun a story that they and ONLY they are the
ones committed to preserving Universal &ervice.
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• CIoIiDI price of AT&T stoek as of July 12, 1996 - 581.7131., whieh equates

to 58.844.

• As ofMonday's elo8ing, the eomposite prieing showed AT&T at 51518.

• As of 1:00 p.lD. today (711.3196), both the NYSE and the eOlDposite showed
AT&T at 51118, or 51.125. This Dumber refleets a loss oflDore thaD 13°1tt
or 57.71. per share.

• This decliDe equates to a loss of 511..5B market cap or wealth to AT&T
iDvestors iD the past week alone•
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Sa••d on th1.
Riak) On ATliT

(3) ENTRY INTO U;X;"u,·-IXCMIUIGJ: WILL NOT 'RaVInE A J"U1,I, OlTlft. '1'0 off.et
the c.-petiti pre.aure. in the1r oore bu.in..... and to ...t the
long-tem ch.1 np. of tbe ..11. and otber CCIIP.tltor., t:he ai, 'l'hr.e
mUlt enter the ooal exchange market. However, it app.ar. that re••l.
discounts '1111 nly be in the 1!t-~0' ran,e (va. about '0' in
long-distance), wb1ch 11 not enough to provide ptofit&ble re.&1e, 1n our
op1nlon. ThuI, 'AT'T, ~I and Spdnt Will probuly provide local exchu,a
.ervice throug a coMbination of r ••al. and owned fac11iti•••
Develop..nts 0 the latter wl11 be a co.tly abd time consuming process
and, in the in 1&1 year., will put preslur. in .amin,••

lyall, ... reiterate our: r:atlnp of 3M (Hfttxal, x.d1um
d NCr·, 2M (OUtperfor:a, MedilDll. ti.k) on Sprint' and 38

The Big 'l'hree (A"''', Mel and sprint, which have
over 50' ot th market) are e.pecially vulnerable 'to campetition in the
hugely prof1tab e international ••v-ent of the market, wbich accoubt. for
over SO, of th r operating income. Hi.torically, conpet1tion ln thi.
mark.t h•• been limitad by gover~Dtal entry barr1erl' a. the.e barrier.
are removed ove the next .e~r.l year., thehu,. profitabi11ty of this
market w111 att act nUlMlrou. c~.t1to!:., which in turn wl11 clr1ve pdce.
down to co.t.. The lon, di.tance CCllllP&ft.1•• ' COlt, to provide
international ale•• t:han 'O.lO/minute, cClllpared to the .0. gO/1l1DUte
avera,. retail rice.

Y. As c;ampetition 1nten.iUu, lcmg-di.tace pd.c1n; will
increasingly co under pre••ura due to the hute di.par:ity between
transport and a d-u••r rate.. Trab.poxt e._t1ally coat.a uou't
$O.Ol/minute v. end-u.er rate. of $O.10/Ddnute, net of .cc.... The
.v.l1ability 0 this cheap tran.port create. a a1pifiaant opportunity tor
profitable reI. e.
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--~Y.. ----- -------------'-'----------------~~-~-:~r,~-~-:"----..------·
.. W. have ,uat QIIlPleted a review of the l.,..,a.taDce 1DcNRI:J 1tb1cb will

b. publ1.hed oday, July 22.
• The atudy re1 forc.d our previoua outlook that the a"r.,.t.

pr:ofitabillty of the 10l\9-c:U.atanoe opu:ati.a of 1:he '1'1.r: 1 COlIIIIpanh••
W111 .low d ificantlyed, for ._ ~Ql•• auob u NtiT, decline
b.,inning in '97/19,e.

• The ba.1. for th••e aoncetna 1... to 1:U,faot&ac "* bell.". that the
Tier 1 coapan •• have _re to loae than tJMw' do t;o ,d.n fro. die r:ecebt
Tel.com Aet 0 1996 (.ee e~t. below) .:, , ., ; "

.. We reiterate ur: 3M z:oating. on T, NCIC· .. '.... -... ',~2H x.tin, OA

!'OM'. Howeve, we believe the both Met .... ~.""" p~cecI at the poibt
whez:oe they co ld have. trading ra1l"..·'"";"'~;·;';~",";,..,'

--o.INIOHI----- -----------------~-~~------~----.----------------------
We have just c leted .an in-depth ~l."ot~~.ta1'lce Incluatry
which will be p 11.hed today, July 22. tbei't1l4YiiS.AfOXCU OU p~.v1oua
outlook that th .;9re9ate prof1tabll1tyot t:1ae"l~Rallaeoperatlota.
of 1:he Tier 1 c anies "1111 .low .1plf1CUG,r.....:fN ... OftIiI)an1••
• uch •• A"'T, d cl1ne be,1zm.1n9 in 199"711•••.~ tbe ..is, fOI;t:b••e colle.rna

• our beliet t at the Tier 1 cc*panie. b l.oi•.tMa tIley do to
g.in froa tha r cantly pa..ecl Talecom Actof~'.,:_~~.U1tOf th1.
leqi.lation. th Bell. w111 be able 'to e~",..~:!._3;1':Jtn~tOl. loav
distance ...rk.t without much difficulty.'~~l" .. loar-eu..tace
COIIPanie. will e enterin; the local-.........dtit" althQ""h we belie...
that 1t will pz:o va unprofitable for tb_ to de •••..•t lea.t in the 'bo
t8m. We belie 'that t,})e increaaed COIIptltttloa 1n 1089-d1.t.aaM1f1l11M
everely detd ntal to aarn1ng. to tbe Tier 1 e-..nie. for the follOWin,

rea.on.:
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Boaton, H 171 3 , 7298LODt!oI\, 813 5213.,~OOtf019O.<"'2$22.,41St
HoftV XODV, 15.29 5... .1appox.. . ,<.';' ·.~;",·k;:.;ry:, ;~>< .,
!'i.t1lt call corpo .tlOI\ .. all dIlate J:eaenecl.Q·1IM5-JIOO '/.

:::-=~ .-0 Oi~;;';:'}~\~~~:~~~;l;t~~
: TlCKIIt: I FOX ' ~t
ISUSJBCTz ':I'LLD <,!,;,i<.'

=f~tb~C~.:" ~~~f.::c;~iz~:-:~=::-'~\-','·;';?1"c'


